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CHAPTER I
INTRODUCTION
Prefatory Statement.--There is no branch of modern business whose
activities are so far-reaching as that of insurance. Insurance is firm¬
ly established in today's economy and is entitled to rank as one of the
most important contributors to the security and well-being of the American
nation.
The term "insurance" is employed in various ways. It usually refers
to the system of business by which a company or corporation, called an
insurance company, guarantees the insured to a specified extent and under
stipulated conditions against loss of money arising from certain happen¬
ings. Since insurance spreads individual risks among a large number of
insureds, it performs an essential service in the orderly functioning of
industry. Therefore, it is a business that must continue to be an integral
and indispensable part of the structure of the economy.
Insurance fulfills many functions for the individual and for the com¬
munity. These various functions may be listed as follows; (1) Introduces
security in business; (2) Tends to increase business efficiency; (3)
Equitably distributes the cost of losses; (4) Serves as a basis of credit;
and (5) Performs certain services which benefit the entire community.^
The availability of insurance protection for a large number of risks
limits the possibility of businesses incurring severe financial losses.
1
Robert Riegal and Jerome S. Miller, Insurance. Principles and
Practices (New York: Prentice Hall, Incorporated, 1949), pp. 1-9.
1
2
The principal business risks covered by insurance are: the protection
of property which has already been acquired in the past; and, the protection
of property which will probably be acquired in the future.^ Such protection
may be referred to as fire and casualty insurance. Fire insurance includes
miscellaneous property insurance - windstorm, riot, and residence explosion.
Casualty insurance includes a large number of lines, such as: theft in—
surance, glass insurance, personal injury liability insurance, and property
damage liability insurance. In recent years, there has been a trend for
most fire insurance companies to write both fire and casualty insurance.
Fire and casualty insurance have become basic institutions, ranking
with banking, transportation, and communications, in their significance to
the home and to the business. They have done much to encourage the growth
of America's indu&tries by lifting the burden of risk from those who
pioneer in new ventures. This essential role that fire and casualty in¬
surance play in the economy means not only that premium volume is resistant
to recessions, but also that these insurance companies will continue to
2
grow as the American economy expands.
It would appear that the economics of fire and casualty insurance has
been a comparatively neglected subject for study. There are various reasons
for this neglect but one of the most important is that "would-be" insurance
authors are preoccupied with the practices of the industry.
Thus, it seems important, at this time, to ascertain the practicali¬
ty and the importance of the institution of insurance as it is related to
^Ibid.. p. 12.
2
An Introduction to Fire and Casualty Insurance Stocks, A Report (New
York: Dominick and Dominick Corporation, 1959), p. 5.
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the regulations and the practices imposed upon it, and to apply these
to the operations of an individual company.
Statement of the Problem.--The major problem of this study is to
determine through objective and analytical data the net losses and adjust¬
ment expenses sustained by Southeastern Fidelity Fire Insurance Company,
1950-1962, and to classify these losses by the type of risks in relation
to the earned premiums.
The specific problems of the study are to identify the nature and
classification of the losses of the company in such manner as to ascertain:
1. The geographical areas, by lines written, in which varied loss
ratios have been obtained,
2. The ratio of net losses and adjustment expenses incurred to
net premiums earned, by lines of insurance written, for the
thirteen years of operation of the company.
3. The comparison of the company's loss ratios with a selected
number of comparable insurance companies.
4. The implications, if any, for insurance theory and practice
which may be derived from the analysis and interpretation of
the data.
Significance of the Study.--This study is significant, not only to
a student of business administration whose career-interest is property
and casualty insurance, but also to the management of Southeastern Fideli¬
ty Fire Insurance Company. It points out the geographical areas in which
the varied loss ratios have been obtained so that accurate appraisals may
be made. It further indicates the types of risks that produce the high¬
est and lowest loss ratios of the company. Finally, this research makes
a comparison of the loss ratios of Southeastern Fidelity Fire Insurance
Company with a selected number of comparable fire and casualty insurance
companies. Such a comparison is vital to the continued growth and prosperity
4
of a well managed insurance company.
Scope and Limitations of the Study.--This study covers the loss ex¬
periences of Southeastern Fidelity Fire Insurance Company, Atlanta,
Georgia, for the years, 1950-1962. In addition, the loss ratios of ten
selected fire and casualty insurance companies are used for analytical
purposes.
Method of Research.--The Historical Method of Research, employing
Annual Reports and Auditor's Examination Reports, was utilized in collect¬
ing the data. The officers of Southeastern Fidelity Fire Insurance Com¬
pany were interviewed as resource persons for supplementary purposes.
The study includes:
1. Published statistics of the insurance industry.
2. Statistical analyses of the Company's Annual Reports and
the Auditor's Examination Reports.
3. The formulated findings, conclusions, implications and
recommendations.
Definition of Terms.—The significance of each of the basic terms as
used in this study is as follows:
1. Net Direct Premiums-In-Force—All premiums, less return premiums,
and less reinsurance ceded, arising from policies issued to
afford the primary insurance on a given hazard and are not yet
expired.
2. Reinsurance--A transaction to insure again, to transfer to
another company the liability in whole or in part, assumed
by the direct writing company; also, to assume the liability
in whole or in part, of an insurance company which is already
covering the risk.
3. Reinsurance Ceded Premiums--All premiums, less return premiums,
arising from policies or coverages purchased from another
insurance company for the purpose of transferring the liability,
in whole or in part, assxmied from direct or reinsurance assumed
policies.
. Net Premiums Written--Gross premiimis written less reinsurance
ceded premiums.
4
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5. Earned Premiums--The expired amount of the premiums applicable
to the length of time the policies have been in force.
6. Net Earned Premiums--The earned premiums less reinsured ceded
premiums earned.
7. Unearned Premiums--The prorata portion of the premiums-in-force
applicable to the unexpired period of the policy term.
8. Loss—That which results from the occurrence of a risk, as
damage to property, covered by a contract of insurance in order
to result in the insurer's liability.
9. New Losses Insurred--The amount of losses less reinsurance, paid
or pnpaid, for which the company has become liable. Net Losses
Incurred is determined by the addition of the paid losses during
the period less reinsurance, plus the unpaid losses less re¬
insurance at the end of the period, minus unpaid losses at the
beginning of the period less reinsurance.
10. Loss Adjustment Expense--The expense involved in dealing with
the actual settlement of the loss or the supervision thereof.
11. Net Loss Adjustment Expenses Incurred--The amount of loss
adjustment expenses less reinsurance paid or unpaid, for which
the company has become liable. Net Loss Adjustment Expenses
Incurred is determined by the addition of the paid adjustment
expenses during the period less reinsurance, plus the unpaid
adjustment expenses less reinsurance at the end of the period,
minus the unpaid adjustment expenses less reinsurance at the
beginning of the period.
12. Loss Ratio--A yardstick for the measurement of the volume of
losses in relation to premiums of the same period. The more
meaningful basis for this measurement is the relation of losses
incurred to premiums earned.
13. Domestic Company--A company incorporated under the laws of the
state in which it operates.
14. Foreign Company—A company incorporated under the laws of one
state but in addition is operating in other states.
15. Automobile Bodily Injury Insurance—Insurance coverage that will
pay on behalf of the Insured all svnns which the Insurer shall
become legally obligated to pay as damages because of bodily
injury sustained by any person or persons, caused by accident
and arising out of the ownership, maintenance or use of the
automobile.
16. Automobile Property Damage--Insurance coverage that agrees to
pay on behalf of the Insured all svnns which the Insurer shall
become legally obligated to pay as damages because of injury
6
to, or destruction of property, caused by accident and arising
out of the ownership, maintenance, or use of the automobile.
17. Automobile Physical Damage--Insurance that covers loss due to
damage of the insured automobile, by fire, windstorm, theft,
collision, or by other perils.
CHAPTER II
THE DEVELOPMENT OF FIRE AND CASUALTY INSURANCE COMPANIES IN THE UNITED
STATES
The literature related to this study will be concerned with the
following areas:
1. Origin of Insurance
2. Beginnings of Fire and Casualty Insurance in America
3. Development of Fire and Casualty Insurance Companies
4. Regulation of Insurance and Its Purpose
Origin of Insurancej--Insurance, in one form or another, has been
practiced from the earliest days of civilization. Fragmentary records
show that a crude form of insurance existed in Assyria nearly 4,500 years
ago; in Babylon, in the twenty-third century before the Christian era; in
India, more than 2,000 years ago; and among the Chinese, 1,100 years ago.
Histories of the Middle Ages bear ninnerous references to insurance in
Iceland, England, Belgium, Italy, Russia, Portugal, Denmark and Holland.^
The Chinese are also credited with the application of insurance
principles. Early Chinese merchants were troubled by the frequency with
which their boats struck submerged rocks and sank with costly cargoes.
The shippers worked out a clever system for spreading the chance of loss.
They reasoned that if each merchant placed one package of cargo on each
boat, then, if one or two boats sank, each merchant would lose only one or
Laurence J. Ackerman and Ralph W. Bugli, Risks We Face (New York:
National Board of Fire Underwriters, 1956), p. 17.
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two packages of cargo instead of one luckless merchant losing his entire
shipment
Beginnings of Fire and Casualty Insurance in America.--The history
of the modern fire insurance company dates from the Great Fire of London in
September, 1666. Out of this catastrophe came the first practical working
idea of fire insurance. The man who put the idea into reality was Dr.
Nicholas Barbon, one of the colorful characters in English history. Al¬
though this pioneer lacked the financial strength and knowledge possessed
by insurance companies today, he did prove that fire insurance could be pro¬
vided successfully.
The first fire insurance company in America was organized in 1736 at
Charlestown, South Carolina, under the Royal Charter of England, and was
known as The Friendly Society for the Mutual Insurance of Houses Against
Fire. This company was shortlived, however, as it went out of business in
1741. The oldest continuously operating fire insurance company in America
is the Philadelphia Contributionship for the Insurance of Houses from Loss
by Fire. It was organized on April 13, 1752, on the mutual plan. Benjamin
Franklin was its first subscriber and one of the original twelve directors.
3
The first policy was issued June 26, 1752.
One of the interesting sidelights on the operation of the Philadelphia
Contributionship for the Insurance of Houses from Loss by Fire was that it
}.Ibid.. p. 18.
2
Ibid.. p. 21.
3
Insurance Accounting and Statistical Association, Insurance Accounting.
Fire and Casualty (Philadelphia: Chilton Company, Incorporated, 1954), p. 14.
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prohibited the insuring of houses which were surrounded by trees. The
theory that prompted this idea was that early firemen experienced difficul¬
ty in fighting and extinguishing fires through foliage and overhanging
branches of the trees in the community. At a general meeting of the
contributors, it was resolved that *'no house having a tree or trees
planted before them shall be insured or reinsured,"^
Casualty insurance, in its various forms, was the last t3rpe of
insurance to be established on a substantial basis in this country. It
was not until the middle of the nineteenth century that it became a real
factor in the field of indemnity. Accident insurance was the first
casualty coverage to be sold in America. The Franklin Health Insurance
Company of Massachusetts was established in 1850 as the first company to
write accident insurance. This form of protection took great strides
with each major development in transportation, since accident policies
2
were frequently sold in connection with specified journeys.
Development of Fire and Casualty Insurance Companies.--Insurance in
the United States was developed under a state charter system which divided
the business in three main parts: life, fire, and casualty insurance. The
first insurance companies were mutual organizations. These companies, which
are owned by their policyholders, rank second in volinne of business of all
insurance companies. With the growth of industry and the insurance re¬
quirements of the nation, the need for a substantial reserve fund to
guarantee the payment of losses became apparent. This spurred the develop¬
ment of capital stock companies. Stock companies, which are owned by
^Alvin E. Bulau, Footprints of Assurance (New York: MacMillan Company,
1953), p. 25.
O
Insurance Accounting and Statistical Association, op. cit.. pp. 17-20.
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stockholders, are the most important kind of insurance companies and
account for the largest part of the industry's voltime of business. Other
insurance organizations are self-insurers, reciprocal underwriters, Lloyd
Associations, profit-sharing companies, and government and state agencies.1
For many years, a single company was not permitted by state laws to
write both fire and casualty insurance. This restriction led to the
growth of groups of companies operating under common corporate ownership
with each company specializing in a particular type of insurance. Between
1946 and 1955, however, state laws were revised to permit a single company
to write both fire and casualty insurance. This change has led to a
steady movement away from specialized underwriting toward comprehensive
coverage of the field by writing all forms of fire and casualty insurance.^
Fire and casualty companies have maintained a steady growth. Many
of the largest insurance companies in the United States have been in con¬
tinuous operation for more than 100 years, a record equaled in few
industries.
Recent statistics compiled by the United States Treasury Department
on total assets of various industries show that the insurance industry,
O
with assets of $114 billion, is one of the largest.-*
Regulation of Insurance and Its Purpose.—Insurance is at once both
a science and an art in that its practice involves both the existence of
Riegel and Miller, op. cit., p. 3.
2
An Introduction to Fire and Casualty Insurance Stocks, p. 3.
3
U. S. Treasury Department, Statistics of Income-1955, Corporation
Income Tax Returns for Tax Years Ended July, 1955-June, 1956 (Washington:
U. S. Government Printing Office, 1958), pp. 41-66.
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a body of laws expressing certain orderly relationships and a skill in
the successful application of insurance knowledge. It is a contract by
which one party, for a consideration which is proportioned to risk in¬
volved, xmdertakes to compensate the other for the loss of a specified
thing from specified causes.^
Government regulation of insurance in this country for three quarters
of a century was almost exclusively handled by insurance commissioners in
each of the states in which it operated. In 1944, the United States
Supreme Court, in the Southeastern Underwriters Association case, held
the business of insurance to be commerce and subject to Federal statutes
when conducted across state lines. By Public Law 15, enacted in 1945,
Congress declared that continued regulation by states was in the public
interest, however, the Federal Anti-Trust statutes were applicable to
insurance to the extent the business was not regulated by state law.
State laws and administrative procedures vary greatly but generally have
as their primary purpose, the protection of policyholders' interests
through the supervision of insurance rates, their solvency, and trade
2
practices.
The solvency of an insurance company is determined by its financial
statement. State Insurance Commissioners require companies to file com¬
plete financial statements. They prescribe methods of valuing investments
H, Wayne Snider, Readings in Property and Casualty Insurance
(Homewood, Illinois: Richard D. Irwin, Incorporated, 1959), p. 17.
2
C. A. Kulp, Casualty Insurance (New York: The Ronald Press Company,
1956), p. 545.
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and determining reserves, require maintenance of adequate amounts of
capital and surplus in relation to premium volume, and discourage exces¬
sive purchase of real estate mortgages, and other investments which do
not represent sound, readily marketable assets for the satisfaction of
policyholders' claims. In addition, state insurance commissions regulate
trade practices and the provisions of policy forms. Supervision of
policy forms is necessary because many policyholders cannot easily
analyze the technical provisions of an insurance contract. State in¬
surance laws, furthermore, prohibit misleading advertising claims and un¬
fair discrimination. That the insurance business is generally conducted
according to high ethical standards is thus partly due to state regulation
of trade practices.^
The third area of regulation, and perhaps the most important, is the
supervision of premium rates. Premium rates are determined by rating
bureaus, which are membership organizations owned by insurance companies.
Statistical data are gathered on both a state and national basis. With
this information, the premivim rate for each type of insurance is calculated
so as to cover claims, expenses, and a reasonable margin for profit and
contingencies. When a change is indicated, the rating bureau submits to
the state insurance department an application for a revision in rates to¬
gether with statistical evidence of the need for a change. If the depart¬
ment approves, the revised rates are placed in effect as new policies
are written. In this way, the insurance departments of the various states
^N. A, I. C. Reports - 1961 Regular Meeting (Chicago: National Associ¬
ation of Insurance Commissioners, 1961), p. 10.
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regularly review the adequacy of rates at which policies are sold to
the public.^
Pertinent Laws Goeernlng Fire and Casualty Insurance Companies in
Alabama, Georgia. Illinois. South Carolina and Tennessee.—A segment of
the various requirements imposed by states on insurance companies are sug¬
gested in the following state laws.
Insurance Statutes that regulate insurance companies in the State
of Alabama are as follows:813--No insurance company shall be admitted to or authorized to do
business in this state until it shall file or deposit with the
Superintendent of Insurance a properly certified copy of its
charter or articles of incorporation, and a sworn statement
of its financial condition as shown by the last annual state¬
ment. Such statement shall be on forms furnished by the
Superintendent of Insurance and shall conform to the form of
statement from time to time adopted by the National Convention
of Insurance Commissioners. And such statement shall be
published in the State of Alabama.814--Filing Fee. At the time of filing the certified copy of the
charter or articles of incorporation of such insurance company,
together with the financial statement, the Superintendent of
Insurance shall collect from such company the sum of two hun¬
dred dollars as a filing fee, to be paid into the treasury,
and thereafter annually before the first of March. A similar
annual statement shall be filed by the insurance company with
the Superintendent of Insurance, and a like filing fee of two
hundred dollars shall be collected for the use of the State
of Alabama.815--Statement required to be filed. Every insurance company de¬
siring to engage in business in this State, in addition to
complying with the requirements of this article, shall within
the first sixty days of the calendar year, file with the
Superintendent of Insurance a statement which shall show that
the insurance company has complied with all the requirements
of the law to authorize it to do business in this State, and
shall also show the total amount of premiums and annuity
Ibid., p, 13.
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considerations received by it for business done in this state
for the preceding calendar year ending December Thirty-first.
Such statement shall be verified by the affidavit of an
officer of the company having knowledge of the facts, and such
company shall at the same time pay to the Superintendent of In¬
surance the amounts set out in this article.
816--Amount of tax on foreign companies. Every foreign and marine
insurance company shall pay a premium tax amounting to two and
one-half dollars on each one hundred dollars and every other
foreign insurance company, including foreign life insurance
companies, shall pay an annual premium tax of one per cent (1%)
on annuity consideration, and an annual premixjm tax of three
per cent (3%) of any other premiums received by such foreign
insurance company for business done in this state, whether the
same are actually received by said company in this state or
elsewhere.!
Laws affecting insurance companies of the State of Georgia are as
follows:
56-201—Charters to insurance companies; authority of Secretary
of State and Comptroller General. All corporate powers and
privileges to insurance companies shall be issued and granted
by the Secretary of State, upon terms, liabilities, restrictions,
and subject to all the provisions of this Chapter and the laws
and Constitution of this State. If from any cause the Secre¬
tary of State should be disqualified from issuing and granting
said powers, the duties required by this Chapter to be perform¬
ed by the Secretary of State shall be performed by the Comptrol¬
ler General.
56-202—Formation of company; petition; affidavit; filing record.
Any number of persons not less than five may form a company,
but, before receiving a certificate of incorporation under
this Chapter, shall first file a petition, addressed to the
Secretary of State, in which shall be stated: the name and
residence of each of the persons desiring to form said cor¬
poration; the name of the company; the kind or kinds of in¬
surance they propose to carry on; the amount of the proposed
capital stock; the number of shares each of the petitioners
agrees to take; that petitioners in good faith intend to go
forward without delay to raise the capital stock and organize
said company; a request to be incorporated under the laws of
this state; that they have given 30 days' notice of their
Alabama, Department of Insurance, The Insurance Laws of Alabama
(Charlottesville, Virginia: The Michie Company, 1960), pp. 248-249.
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intention to apply for said charter by the publication of
said petition in the newspaper publishing the legal advertise¬
ments of the county where the principal office of said company
is to be located, once a week for four weeks before the filing
of said petition. There shall be annexed to said petition an
affidavit made by at least two of the persons forming said
company, that the names subscribed are the genuine signatures
of the persons named therein and that the facts stated in the
petition are true. Said petition named therein and thus sworn
to shall be filed in the office of the Secretary of State, who
shall indorse the date of filing and record the same in a
book to be kept by him for that purpose,
56-203--Form of certificate to be issued to company. When said
petition shall have been filed in the office of the Secretary
of State, he shall issue to said company under the great seal
of the State the certificate granting full authority to
exercise the powers and privileges of a corporation for the
purposes stated,
56-204—Corporate existence and name; powers and privileges.
Thereafter the persons who signed said petition, and all
persons who shall become stockholders in said company, shall
be a corporation by the name specified in said certificate;
and shall possess the powers and privileges and be subject to
the provisions contained in this Chapter.
56-205--Fee required to be paid. Before the Secretary of State
shall issue said certificate, the petitioners shall pay to
the State Treasurer, a fee of $100.
56-206--Certificate prima facie evidence of corporation's existence.
Any certificate or a duplicate thereof, issued under this
Chapter shall be prima facie evidence of the existence of such
corporation.
56-207—Capital stock; subscription to, before commencing business;
investment in bonds. When such certificate shall have been
issued, the persons named therein, in case they have not taken
the whole capital stock, may open books of subscription to
obtain the full capital stock of the company, and after giving
such notice as they may deem expedient, may from time to time
receive subscriptions until the whole capital stock shall be
subscribed. The capital stock of said company shall be divided
into shares of $10.00 each, and shall not be less than $100,000
for each class of insurance to be engaged in, and no company
chartered under this Chapter shall commence the insurance
business until at least this amount for each class of insurance
to be engaged in shall have been paid in cash, or invested in
bonds of the United States, of this State, or of the cities or
counties of this State, estimated at their cash market value.
16
or in mortgages on real estate worth twice the amount for
which the same is mortgaged, which investment shall be
approved by the Secretary of State, or, when he is dis¬
qualified, by the Comptroller General. When the investment
shall be in bonds of the cities or counties of this State,
the Secretary of State or Comptroller General, as the case
may be, shall require an opinion from the Attorney General
that the bonds are good, legal, and valid bonds, before
approving the investment.
56-209--Amount of capital required before beginning business. No
insurance company of whatever class, except Masonic, Odd
Fellow, religious and Mutual Aid Societies, and cooperative
or assessment life insurance companies, shall be allowed to
transact any business of insurance in this State, unless
possessed of at least $100,000 of actual cash capital paid up,
or assets and invested bonds or stocks, estimated at their
actual market value at the date of the statement required by
section 56-402, or in mortgages on real estate worth double
the amount for which the same is mortgaged.^
Laws relating to insurance fot the State of Illinois are as
follows:
721--Application for Certificate of Authority. A foreign or alien
company in order to procure a certificate of authority to
transact business in the State shall make application there¬
for to the Director. The application shall set forth (a) the
name of the company, and the state or country under the laws
of which it is organized or authorized; (b) the title of the
act under or by which it was incorporated or organized, the
date of its incorporation or organization and, if a corporation,
the period of its duration; (c) the class or classes of in¬
surance business, as provided in an above section, in which it
proposes to engage in this State; (d) whether or not it
survives or was formed by a merger, consolidation, reorgani¬
zation or reincorporation effected with three years prior to
its application; and (e) such additional information as the
Director may require to enable him to determine whether such
company is entitled to a certificate of authority to transact
business in this State and to determine and assess the taxes,
fees and charges payable as in this Code prescribed.
Such application shall be made on forms prescribed and
pp.
^Georgia, Insurance Department, Insurance Laws (Atlanta, 1941),
13-16.
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furnished by the Director, and shall be executed by the com¬
pany by its president or a vice-president or executive
officer corresponding thereto, and verified by such officer,
and if a corporation, the corporate seal shall be thereto
affixed, attested by its secretary or other proper officer,
722--Deliverv to Director of Application and Doctments. There shall
be delivered to the Director (a) the application of the company
for a certificate of authority; (b) a copy of its articles of
incorporation duly certified by the proper officer of the
state or country under whose laws the company is organized
or incorporated; (c) a copy of its by-laws or regulations
certified by a proper officer of the company; (d) forms of
the contracts and policies it proposes to issue in this
State and forms of the applications therefor; (e) the
instruments authorizing service of process on the Director;
(f) a statement of its financial condition and business as
of the end of the preceding calendar year complying as to
form, content and verification with the requirements of this
Code for annual statements; (g) a copy of the last report of
examination certified to by an insurance commissioner or
other proper supervisory official; and (h) a certificate from
the proper official of the state or country wherein it is in¬
corporated or organized and is authorized to write the kind or
kinds of insurance which it proposes to write in this State.
725--When Certificate of Authority to Issue. When a foreign company
has complied with the requirements of this article and all
other requirements imposed on such company by existing laws and
has paid taxes, fees and charges imposed by law, the Director
shall file in his office the documents delivered to him and
shall issue to the company a certificate of authority to
transact in this State the kind or kinds of business specified
therein.^
Insurance companies operating in the State of South Carolina are
affected by the following insurance laws:
37-106--Determination of adequacy of reserves. Before granting a
license to any insurance company to do business in this State
the Commissioner shall determine that the reserves of such
company are adequate for the protection of policy-holders of
this State. In the case of a company organizing under the
laws of this State the Commissioner shall determine that the
reserve basis to be used by such company will be adequate for
the protection of policy-holders of this State.
Illinois, Department of Insurance, Illinois Insurance Code (Chicago;
Burdett Smith Company, 1955), pp. 21-22.
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37-107—Requirements for issue of certificate to foreign companies.
Before granting a certificate of authority to do business in
this State to any foreign insurance company, the Commissioner
shall be satisfied by proper evidence (3) that such applicant for
a license is duly qualified to do business under the laws of
the state, (b) that it is safe and solvent, (c) that its deal¬
ings are fair and equitable, and (d) that it conducts its
business in a manner not contrary to the public interests.
37-121--Annual fixed license fees; collection and disposition. The
Commissioner shall collect, in addition to all other license
fees or taxes provided by law, from all companies which shall
be licensed by him to do business in' this State the following
annual license fees, to wit:
(1) From each fire company, the sum of forty dollars.
(2) From each accident, casualty or surety company, the
sum of forty dollars.
37-124--Two per cent graded fee on other foreign insurance companies.
In addition to other annual license fees provided by law, the
Commissioner shall require each foreign fire insurance company,
each foreign accident and health insurance company, each foreign
casualty or surety company and all other companies of any class
licensed by him and not incorporated under the laws of this
State, not herein before specifically mentioned, to pay as an
additional and graded license fee an amount equal to two per
cent on the total premiums, that is, total income or total
receipts from the State, less return premiums on risks and
less dividends paid or credited to policyholders in this State
during the time the company has done business in this State
since making the last return for such license fee.l
Laws governing the operations of insurance companies in Tennessee are
as follows;
56-301—Requisites for admission. No foreign insurance company
shall be admitted and authorized to do business in this state
until it shall have complied with 56-302 and 56-308.
56-302—Filing of charter and sworn statement-filing fee. It shall
file or deposit with the said Commissioner a properly certified
copy of its charter or deed of settlement, and a statement of
its financial condition and business on the thirty-first day
South Carolina, Insurance Department, Laws on Insurance (Columbia,
South Carolina: The R. L. Bryan Company, 1961), p. 13.
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of December preceding the day on which it shall apply for
permission to transact such business, in such form and detail
as the Commissioner may require, signed and sworn by its
president and secretary, or other proper officers, and shall
pay for the filing of such copy and statement, the sum of
thirty dollars. ($30,00)
56-303—Qualification for authority to do business-funds required.
It shall satisfy the Commissioner that it is fully and legally
organized under the laws of its state to do the business it
proposes to transact. It shall, in order to qualify for
authority to transact any one (1) kind of insurance, possess
and maintain paid-up capital stock of not less than two
hundred thousand dollars ($200,000) if an insurer organized
and operating on the stock plan, or surplus in the amount of
not less than two hundred thousand dollars ($200,000) if an
insurer organized and operating on the mutual, reciprocal or
Lloyd's plan,
56-308--Appointment of commissioner as attorney for service of
process. It shall, by duly executed instrument filed in his
office, constitute and appoint the Commissioner of Insurance
and Banking, or his successor, its true and lawful attorney,
upon whom all lawful processes in any action or legal pro¬
ceedings against it may be served, and therein shall agree
that any lawful process against it, which may be served upon
its said attorney, shall be of the same force and validity
as if served upon the company and said authority shall remain
in force as long as any liability of the company remains out¬
standing in this state. Any process issued by any court or
record in this state, and served upon such Commissioner by
the proper officer of the county in which said Commissioner
may have his office, shall be deemed a sufficient process on
said company, and it is hereby made the duty of the Com¬
missioner, promptly, after such service of process by any
claimant, to forward, by registered mail, an exact copy of
such notice to the company.^
The insurance laws of each state are similar in many respects in
their requirements. However, the following regulations are emphasized by
all state insurance departments: (1) The filing of a charter; (2) Specific
qualifications for the authority of an insurance company to do business;
(3) Specified fees to be paid; and (4) Certificates of Compliance and Deposit
■^Tennessee, Department of Insurance and Banking, Insurance Laws of
Tennessee (Nashville, 1955), pp. 205-212.
CHAPTER III
HISTORICAL DEVELOPMENT OF SOUTHEASTERN FIDELITY FIRE INSURANCE COMPANY
Introductory Statement.--The establishment of a Negro Fire Insurance
Company in the City of Atlanta, Georgia, was the original idea of Mr.
Theodore M, Alexander, Sr,, an enterprising young businessman, who had
at the time operated a successful insurance agency for approximately
fifteen years. It was the belief of Mr. Alexander that in order for the
Negro to survive and grow with the insurance industry, he must have the
facilities by which he could place his risks, satisfy his policyholders,
train his insurance personnel, and educate other businessmen who had
interest in property insurance.
As a result of Mr, Alexander's firm conviction and persistent
efforts, other business and professional men of Atlanta, Georgia, and
other communities whose financial responsibilities, reputations, and
character in their respective fields were highly regarded, joined with him
in formulating plans for an insurance company.
History of the Company.--Southeastern Fidelity Fire Insurance
Company was incorporated under the laws of the State of Georgia on
August 4, 1949, in pursuance of an act of the General Assembly of the
State of Georgia, approved December 18, 1893. The charter authorized the
formation of a corporation to be known as "Southeastern Fidelity Fire
Insurance Company," with a capital stock of one hundred thousand dollars
($100,000.00),
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“for the purpose of organizing and running a fire
insurance company, with the right to cover by policies,
losses attributable not only to fire but to lightning,
explosives, storms of every character, earthquakes, hail,
frost, snow, riot and civil commotions, theft, sprinkler,
leakage, explosions, from causes other than explosives,
smoke, aircraft, vehicles, and against loss or damage to
glass, and lettering or ornament thereof by the accidental
breakage thereof, together with losses attributable to all
the hazards of ocean and inland navigation and transpor¬
tation of every kind and types of coverage which may be now
or hereafter permitted to fire insurance companies."
The company's by-laws provide for authorized capital of $1,000,000.00
divided into 100,000 shares of a par value of $10.00 each with the right
to commence business when 10 per cent had been duly subscribed for and paid
at such price, or prices, as the Board of Directors, with the approval of
the Insurance Commissioner of the State of Georgia, shall from time to
time determine.
At the first meeting of the stockholders held December 12, 1949,
the company's fiscal agent. Citizens Trust Company, Atlanta, Georgia, re¬
ported that 10,000 shares of the stock had been subscribed, issued, and
had been paid for at $20.00 per share, providing $100,000.00 for capital
and $100,000.00 for donated surplus. In addition, a resolution was pass¬
ed limiting the nimiber of directors to eighteen (18), and the following
were elected: T. M. Alexander, Sr., B, 0. Bealyer, J. B, Blayton, Sr.,
W. L. Calloway, Dr. J. H. D. Cochran, Warren Cochrane, Leroy Crayton,
J, W, Dobbs, John Drew, Dr. Richard C. Hackney, Dr, J. B. Harris, T. H.
Hayes, Jr., W. S. Hollomon, Dr. M. L. Jackson, L. D. Milton, Roland Smith,
A. C. Williams, and C. R. Yates.
All information was secured from personal interviews. Auditor's
Reports and Minutes of the Stockholders and Board of Directors Meetings,
unless otherwise indicated.
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With the knowledge of the stock subscriptions, the acceptance of
the charter, the adoption of the by-laws, and the election of the board,
the following "going concern" resolution was offered as a motion and was
unanimously adopted by the stockholders present:
"Whereas, Southeastern Fidelity Fire Insurance Company has
now been organized, directors elected and by-laws adopted,
now therefore, BE IT RESOLVED THAT, the officers, when
elected, and the director he now instructed and empowered,
each and all of them, to apply to the Insurance Commissioner
of the State of Georgia for license to do business and to
comply with all requirements of the laws of Georgia pertain¬
ing to the organization, licensing, and operation of fire
insurance companies with the further authority to engage in
the business of fire underwriting within the limits of the
charter of the corporation and the laws of Georgia as soon
as proper license has been obtained."
On January 1, 1950, facilities were maintained for the writing of
fire, automobile, and allied lines coverages, all of which were written
at regular rates.
On January 5, 1950, at the initial meeting of the Board of Directors
held in the home office of the company, 208 Auburn Avenue, N. E., Atlanta,
Georgia, Mr. L. D. Milton acted as temporary Chairman of the meeting.
The first motion entertained was for the election of a Chairman of the
Board of Directors. On motion duly seconded, the Board of Directors elect¬
ed Mr. L. D. Milton Chairman of the Board. On the second motion, duly
seconded, the Board of Directors unanimously elected the following persons
to serve as officers: C. R. Yates - President; T. M. Alexander, Sr., -
Executive Vice President in charge of management and production; W. S.
Hollomon - Vice President; C. E. Maxey - Secretary; and L. D. Milton -
Treasurer.
Reinsurance treaty agreements were first offered by the National
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Fidelity Fire Insurance Company and the Title and Guaranty Insurance Com¬
pany, both companies of Spartanburg, South Carolina. The largest net amount
retained by Southeastern Fidelity Fire Insurance Company, under this treaty
arrangement, in any one hazard was $2,000,00; while coverages in excess
of this amount were ceded to National Fidelity Insurance Company.
At the January, 1952, meeting of the stockholders, a new set of
by-laws was adopted which consisted principally of elaboration on those
previously in effect, but outlined more specifically the duties and re¬
sponsibilities of the officers, provided for the rights of the present
stockholders to purchase any new issues of capital stock in the same ratio
as their present holdings bear to the present total outstanding; provided
for permission of the Board of Directors to call special meetings of the
stockholders, established requirements for a stockholder to hold at
least ten (10) shares of the company's stock in order to qualify as a
director, limited the nvimber of directors to fifteen, and recommended the
securing of a surety bond to cover officers, employees and agents who
might handle funds owned by the company.
The over-all managerial affairs of the company are vested in the
Board of Directors, who are elected annually at the stockholders meeting,
and who must serve for a period of one year from the date of their' election;
and, until their successors are duly qualified and elected. The Board
of Directors has the authority to fill vacancies on the Board occurring
in the interim of the meetings of the stockholders.
The company's investment in real estate consists of its home office
building located at 197 Auburn Avenue, N. E., Atlanta, Georgia. The build¬
ing, which occupies a lot 123 by 25 feet, is a modern, eye-pleasing, two-
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story, masonry structure located in the heart of the Negro business
district of Atlanta. It is air-conditioned throughout. The company
occupies the ground level while the second::floor is presently divided in¬
to offices. The company charges itself $3,000.00 per year for self¬
occupancy. Construction costs of $54,998.94, and land cost of $20,000.00
comprise the total cost of the building which was completed and occupied
during February, 1957,
The company at present operates under a ten line first surplus,
afforded by the General Reinsurance Corporation, New York, subject to a
minimum and maximum retention by the company of $2,000.00 and $7,500.00,
respectively, on all fire, extended coverages and homeowners risks.
Automobile liability, including medical payments, automobile physical
damage coverages when written in conjunction with automobile liability
coverages, and other miscellaneous casualty risks are reinsured under a
30% quota share treaty for the first $5,000.00 claim and a supplemental
excess for loss treaty which affords 1007. recovery on claims in excess of
the first $5,000.00 with a limit of $10,000/$20,000/$5,000 on any one
risk.
Operation and Growth of the Company.--The thirteen years of
operation of Southeastern Fidelity Fire Insurance Company have been
indicative of the conservative policies of the Board of Directors of the
company, who have frequently been adverse to the streamlining and modemi
zation of its practices and procedures. The Board of Directors, however,
met the need for expansion into other states with a dedicated assurance
that the change was one of expediency.
In May, 1950, the company's operation was extended to the State of
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Alabama, where the same lines of coverages were offered and at the rates
determined by the Alabama Rating Bureau,
During the year 1959, the company extended its services to the
states of Illinois, South Carolina, and Tennessee, and became a multiple
line carrier in the states of South Carolina and Georgia by the intro¬
duction and addition of homeowners, automobile liability including medical
payment and other miscellaneous casualty lines of insurance coverages.
All lines of insurance are written through approximately forty indepen¬
dent agents, appointed as representatives of the company, under the
regular American Agency Contract whereby the standard commission is
allowed on all premiums written. Remittance minus commissions due agents
is payable to the company in sixty days following the month in which the
policy is written.
The company enjoys the unique position of being one of the two
such insurance companies owned and operated by Negroes in the United
States, thereby possessing a potential in seaving an ever-increasing
demand for its services in its field of operation.
The volume of business of Southeastern Fidelity Fire Insurance
Company has steadily increased for the period 1950-1962. Significant
items, indicating the growth and financial history of the company, are
consolidated in Table 1, page 26.
Premixjms-in-force show the largest percentage of increase with
589.57. for the company's operational period; Admitted Assets had increases
of 408.1%; Net Written Premiums increased by 386.17,; Policyholders Surplus
had a percentage increase of 316.1%; and. Losses Incurred increased by
215.0% for the thirteen years of operation.
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TABLE 1
FINANCIAL GROWTH OF SOUTHEASTERN FIDELITY FIRE INSURANCE COMPANY
ATLANTA, GEORGIA, 1950-1962
Year
Net Premiums
In Force
Net Premiums
Written
Net Losses
Incurred
Admitted Policyholders
Assets Surplus
1950 $133,160.74 $133,160.74 $17,471.00 $232,474.00 $142,998.61
1951 180,075.38 147,238.66 65,794.00 238,963.70 128,500.45
1952* 41,174.38 ( 3,533.89) 70,619.00 151,218.88 127,464.15
1953* 52,629.99 35,153.10 20,803.00 140,236.64 109,324.18
1954 280,016.68 170,565.00 34,789.00 245,269.00 136,299.00
1955 259,377.58 146,825.56 64,851.00 292.763.79 151,634.64
1956 255,295.40 141,083.73 64,010.00 323,021.85 183,329.59
1957 265,191.35 160,345.14 108,566.00 333,937.66 165,070.12
1958 236,723.20 149,284.84 78,842.00 569,209.38 435,606.25
1959 438,788.64 344,207.41 89,997.00 810,022.01 500,596.95
1960 678,663.18 535,053.46 245,454.00 892,338.81 419,429.30
1961 798,631.17 530,330.46 317,574.00 970,020.64 470,847.94
1962 784,955.10 514,151.77 375,587.00 948,782.39 437,782.39
Source: Financial Statements of Southeastern Fidelity Fire Insurance
Company.
*The company on July 1, 1952, ceded to the reinsurer. National
Fidelity Insurance Company, Spartanburg, South Carolina, eighty per cent
of the company's net retained liability under all policies and binders
of insurance and reinsurance in force in both fire and automobile depart¬
ments at the inception of a 807o/20% quota share treaty agreement with
this reinsurer.
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In 1952, the company realized that its writings had exceeded
the anticipated volume of business after two years of operation. Since
business in a fire and casualty company is written against the surplus
account, an excessive amount of business retained decreases the surplus
more rapidly than it is replenished by earned premiums. Therefore, it
became necessary for the company to do one of two things. It could
either increase its surplus and retain its volume of business, or, it
could sell off a portion of its business to the reinsurance carrier,
thereby freeing from reserves a portion of the money to be returned to
surplus. The Board of Directors elected the latter method, but in 1954
through surplus notes placed $60,000.00 into the surplus account and
re-purchased or re-claimed the business previously sold to the reinsurer.
National Fidelity Insurance Company.
This practice'-is not vincommon in the insurance industry, since
the theory of insurance is based upon the spreading of risk; and the per¬
centage of business kept by a growing company is contingent upon its
surplus position. This practice is equivalent to borrowing the surplus
of larger companies through re-insuring a portion of a company's business.
Since 1953, Southeastern Fidelity Fire Insurance Company has regulated
its premium volvime and premium retention in keeping with its surplus
position, varying from time to time its percentage of retention.
CHAPTER IV
RELATION OF NET LOSSES AND ADJUSTMENT EXPENSES INCURRED TO NET PREMIUMS
EARNED OF SOUTHEASTERN FIDELITY FIRE INSURANCE COMPANY, 1950-1962
The general problem of this study was to ascertain the loss
ratios sustained by Southeastern Fidelity Fire Insurance Company as de¬
termined by the relationship of the net losses and adjustment expenses
incurred to the net earned premium. A comparison of these data with the
published data of a selected number of comparable insurance companies was
made in order to furnish factual information that management can effective¬
ly apply to current decisions of the company.
The nature of insurance calls for a constantly expanding volume
of statistical information. Through this information, the essential
service of insurance to business and to the community can be properly
understood. Broad and accurate statistics are vital to the insurance
business in view of the fact that statistics provide information that
will indicate to management the public's needs and demands for protection
and service.
Analyzing and evaluating statistical data of the condition of the
various loss ratios tend to serve the following purposes: (1) To de¬
termine what has been done in the past; (2) To evaluate what the con¬
ditions are at the present time; and (3) To project where the present
trends are likely to lead.
Organization and Treatment of Data.--The data, on the relationships
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of net losses and adjustment expenses incurred to net premiims earned
of Southeastern Fidelity Fire Insurance Company, which are presented in
this chapter, were organized as follows: (1) Loss Ratios of the Five
States in Which the Company Operates, which are concerned with the data
of the varied loss ratios by lines written or geographical areas; (2)
Loss Experiences by Lines Written of Southeastern Fidelity Fire Insurance
Company, 1950-1962, which was concerned with the proportionate relation¬
ship of the net losses and adjustment expenses incurred to net premiums
earned; and (3) Comparison of the Loss Experiences of Southeastern
Fidelity Fire Insurance Company with Ten Selected Fire and Casualty
Insurance Companies, 1950-1962, which was concerned with a comparison of
the loss experiences of the company with other companies of similar size
and rating.
The analysis and evaluation of the data to be presented in this
chapter were derived from four major sources, namely: (a) Annual State¬
ments of Southeastern Fidelity Fire Insurance Company; (b) Spectator
1 0Statistical Index; (c) Best's Insurance Reports;'^ and (d) Dunne's Inter-
national Insurance Reports,-^
Loss Ratios of the Five States in Which the Company Operates
The desirability of accumulating all statistical data on all lines of
^Spectator 1962 Fire and Casualty Insurance Index (Philadelphia;
Chilton Company, 1962).
2
Best's Insurance Reports. Fire and Casualty Reports (New York; Alfred
M. Best Company, Incorporated, 1952-1963).
3
Dunne's International Insurance Reports, Fire and Casualty Reports
(Louisville, Kentucky; The Insurance Index, 1950-1962).
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insurance written in each state in which the company operates cannot
be over-emphasized. Factual information of each geographical area
will pinpoint the problem areas for corrective actions, and will indi¬
cate the lowest loss ratio areas for expansion and extension of services.
The data on the loss ratios of Georgia, Alabama, Illinois, and
South Carolina, and Tennessee, as determined from the Annual Statements
of Southeastern Fidelity Fire Insurance Company are presented in Table
2j page 31, and are analyzed in the separate paragraphs below.
Alabama; The aggregate net premiums earned were $794,711.69
with net losses and adjustment expenses incurred of $432,489.22, or 54.4
per cent of net premiums earned. Fire accounted for the largest loss
ratio of 59.9 per cent of the $267,754.16 net fire premiums earned, and
homeowners the lowest loss ratio of 9 per cent of the $2,383.49 net
homeowners premixjms earned.
Georgia; The aggregate net premiums earned were $1,381,983.83,
with net losses and adjustment expenses incurred of $732,251.96, or 53
per cent of the net premiums earned. Automobile Property Damage account¬
ed for the largest loss ratio of 83 per cent of the $73,563.30 net
premiims earned, and Extended Coverages the lowest ratio of 19.8 per cent
of the $187,700.08 of the net extended coverages premiums earned.
Illinois; The aggregate net premiimis earned were $221,462.80,
with net losses and adjustment expenses incurred of $213,927.74, or 96.5
per cent of net premiums earned. Fire accounted for a loss ratio of 116.4
per cent of the $173,727.12 net premiums earned, and Extended Coverages
had a loss ratio of 24.5 per cent of the $47,735.68 net premiums earned.
South Carolina; The aggregate net premiums earned were $160,143.49,
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TABLE 2
A COMPARATIVE STATEMENT OF LOSSES AND ADJUSTMENT EXPERIENCES,
BY LINES AND BY STATES, OF SOUTHEASTERN FIDELITY
FIRE INSURANCE COMPANY, 1950-1962
States Net Losses and Loss
and Net Premiums Adjustment Expenses Ratios
Lines Earned Incurred 7.
Alabama;
Fire $267,754.16 $160,426.09 59.9%
Extended Coverages 97,500.88 37,991.33 39.0
Homeowners 2,383.49 214.53 9.0
Auto Phy. Damage
All Others
427,259.28
26.88
233,857.27 54.7
Total $794,711.69 $432,489.22 54.47.
Georgia:
Fire $501,390.43 $304,707.23 60.7%
Extended Coverages 187,700.08 37,162.37 19.8
Homeowners 9,158.76 2,538.53 27.7
Auto Bodily Injury 109,934.73 61,067.75 55.5
Auto Prop. Damage 73,563.30 61,041.10 83.0
Auto Phy, Damage 495,902.68 264,973.55 53.4
All Others 4.233.86 761.43 18.0
Total $1,381,983.83 $732,251.96 53.0%
Illinois:
Fire $173,727.12 $202,228.77 116.4%
Extended Coverages 47.735.68 11.698.97 24.5
Total $221,462.80 $213,927.74 96.5%
South Carolina:
Fire $ 28,135.21 $ 25,540.59 90.8%
Extended Coverages 10,833.80 2,716.02 25.1
Homeowners 3,821.29 3,758.25 98.4
Auto Bodily Injury 47,969.00 37,160.00 77.5
Auto Prop. Damage 30,839.93 24,582.59 79.7
Auto Phy. Damage 38,308.99 25,262.90 65.9
All Others 235.27 104.64 44.5
Total $160,143.49 $119,124.99 74.3%
Tennessee:
Fire $ 27,650.99 $ 25,554.64 92.4%
Extended Coverages 13,837.80 1,757.95 12.7
Homeowners 3,008.63 6,316.80 210.0
Auto Phy. Damage
All Others
25,901.14
35.89
22,933.52 88.5
Total $ 70,434.45 $ 56,562.91 80.3%
Grand Totai $2,628,336.77 $1,554,356.82 59.1%
Source: Annual Statements of Southeastern Fidelity Fire Insurance Company,
1950-1962.
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with net losses and adjustment expenses incurred of $119,124.99, or 74.3
per cent of net premiums earned. Fire accounted for the largest loss of
90.8 per cent of the $28^135.21 net premiimis earned, and Extended cover¬
ages the lowest loss ratio of 25.1 per cent of the $10,833.80 net
premiiams earned.
Tennessee; The aggregate net premiiams earned were $70,434.45
with net losses and adjustment expenses incurred of $56,562.91, or 80.3
per cent of the net premiums earned. Fire accounted for the largest ratio
of 92.4 per cent of the $27,650.99 net premiums earned, and Extended
Coverages the lowest ratio of 12.7 per cent of $13,837.80 net premiums
earned.
Summary.--The comparative ratios for the five states were as
follows: The lowest loss ratio of the states was 53 per cent as ex¬
perienced by Georgia compared to the highest total loss ratio of 96.5
per cent experienced by Illinois. The line of insurance with the highest
ratio was Homeowners in the State of Tennessee with a ratio of 210 per
cent as compared to Extended Coverages of the same state with the lowest
loss ratio of 12.7 per cent. Georgia had the largest volume of net
premiums earned, $1,381,983.83 as compared to Tennessee with $70,434.45, the
lowest volume of net premiums earned.
Loss Experiences by Lines Written of Southeastern Fidelity Fire Insurance
Company, 1950-1962
The loss experience by lines written, which are presented in
Table 3, page 36, are of great importance and represent the background
for the company's future expansion. Companies are constantly increasing
their scope of activity to conform with the requirements of the public,
and individuals are becoming increasingly educated to the physical and
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economic perils confronting them. Therefore, management is interested
in ascertaining the line of insurance written that has afforded the com¬
pany the largest loss ratios with the greatest monetary loss, and the
line written where the company has made the greatest gain with the low¬
est loss ratio.
Fire: The largest volume of net earned premiimis was in the fire
line which was $998,444.91 Against this amount, net losses including
adjustment expenses incurred were $718,457.32, or 71.9 per cent, of
the net earned premitims. Growth in volume of the fire line of insurance
has been held down by the transfer of premiums to multiple perils policies.
The losses and adjustment expenses ratios of this line has consistently
remained in 60 per cent range and upward due at least in part to the
diversion of the profitable dwelling risks to the homeowners form of in¬
surance.
Extended Coverages: This line of insurance is recognized as the
most hazardous unwritten as no natural barriers exist to confine or
restrain the destructive storms that extend over a large territory.
Windstorms, tornadoes, and hurricanes came with unrelenting frequency
throughout most of the 1950fe; however, because of the geographical areas
in which Southeastern Fidelity operates, the loss experiences were quite
favorable. The net earned premium volume of this line amounted to
$357,608.74 against net losses and adjustment expenses incurred of
$91,326.64, which gave a loss ratio of 25.5 per cent.
Homeowners: The fastest growing branch of the insurance industry
has been the homeowners line. Much of the growth of the homeowners line
of insurance has been at the expense of other lines and has been
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accentuated by the usual accounting and statistical methods of compil¬
ing data for statistical reports. Loss experiences on homeowners
leaves something to be desired in that such experiences have yet to re¬
flect fully the profitability of the broadened coverage and reduced rate
level of this multi-peril package coverage. The net earned premiums of
the homeowners line was $18,372.16. Against this amount, net losses in¬
cluding adjustment expenses incurred were $12,828.11, or 69.8 per cent
of the net premiums earned.
Automobile Bodily Injury: Notwithstanding the substantial rate in¬
crease granted the automobile liability insurers, the insurance industry
has witnessed no improvement in automobile bodily injury liability ex¬
perience. In spite of the fact that motor vehicle accident frequency in
relation to population, registered number of cars and miles driven, is at
an all-time low, the nvimber and incidence of claims against insured
motorists have steadily increased. This increase is partly due to the
larger nimiber of youthful drivers and increased claim consciousness of
the public resulting from enactment of compulsory liability statutes or,
as in Georgia, the Georgia Financial Responsibility Law. Other factors
which have added to the increase in claims filed has been the increased
rates, the widely spread publicity concerning automobile accidents, and
the practice of specialty underwriters siphoning preferred business at
attractive rates, leaving sub-standard risks and hard to place risks
with regular manual underwriters. The net earned premiums of this line
was $157,903.73. Against this amount, net losses and adjustment expenses
incurred were $98,227.75, or 62.2 per cent of the net earned premiums.
Automobile Property Damage: This line of coverage has experienced
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disastrous underwriting results which in part was caused by skyrocketing
repair costs, an increase in the number of youth drivers, and the increased
claim consciousness of the public. The substantial rate increases over
the years were not fast enough to keep pace with the ever spiraling loss
costs. The net earned premiums of this line was $104,403.23. Against
this amount, net losses and adjustment expenses incurred were $85,623.69,
or 82 per cent of the net earned premiums. This line gave the company
its highest loss ratio.
Automobile Physical Damage: The loss ratio of the automobile
physical damage line has been more profitable than most of the major lines
written. With losses readily ascertained and rapidly settled, it was
possible to limit the cost of adjustment to a greater degree than was
possible in automobile bodily injury and automobile property damage lines
of insurance. Although the automobile physical damage experience has
helped to soften the blow of the bad automobile liability experience,
the proportion of automobile physical damage business written by the
average company falls short of the industry averages by a rather substan¬
tial margin. This is because some specialty insurers, who own finance
companies, control nearly one-third of the automobile physical damage
business but write no automobile liability business. The outlook of the
automobile physical damage line is excellent based on the booming new
automobile sales and satisfactory profit margins. This line gave the
company its best automobile loss ratio of 55.4 per cent based upon the net
losses incurred including adjustment expenses of $547,027.28 to net premiums
written of $987,372.09.
All Others: This caption represents the aggregate of several lines
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TABLE 3
NET LOSSES AND ADJUSTMENT EXPENSES INCURRED, BY LINES WRITTEN OF
SOUTHEASTERN FIDELITY FIRE INSURANCE COMPANY
1950-1962
Lines
Net Premiums
Earned
Net Losses and
Loss Adjustment
Expenses Incurred
Loss
Ratio
%
Fire $998,444.91 $ 718,457.32 71.9%
Extended Coverages 357,608.74 91,326.64 25.5
Homeowners 18,372.16 12,828.11 69.8
Auto Bodily Injury 157,903.73 98,227.75 62.2
Auto Property Damage 104,403.23 85,623.69 82.0
Auto Physical Damage 987,372.09 547,027.78 55.4
All Others 4,531.90 866.07 19.1
Total $2,628,336.76 $1,554,356.86 59.1%
Source: Annual Statements of Southeastern Fidelity Fire Insurance
Company, 1950-1962.
37
written by Southeastern Fidelity, which include: (1) liability other
than automobile bodily injury; (2) liability other than automobile
property damage; and (3) glass. The loss experiences of these lines
have been quite favorable. The total net losses and adjustment expenses
incurred amounted to $886,07;when compared to the net premiums earned of
$4,531.20 gave a loss ratio of 19.1 per cent.
Summary.--The total of the net premiums earned by lines written
was $2,628,336,76, and the net losses and adjustment expenses incurred was
$1j554,356.86, which resulted in a loss ratio of 59.1 per cent. The line
written which gave the highest loss ratio, 82 per cent, was Automobile
Property Damage. The loss experiences of Extended Coverages was the most
favorable with a 25.5 per cent loss ratio. Automobile physical damage
was the most profitable of the automobile lines with a loss ratio of 55.4
per cent.
Comparison of the Loss Experiences of Southeastern Fire Insurance
Company with Ten Selected Fire and Casualty Insurance Companies.
1950-1962
A study of the loss experiences of an insurance company in comparison
with other companies of comparable size will provide a better appreciation
of the problems that it encounters in relation to the problems of the
>
industry. A successful company is interested in appraising its individual
position in relation to the industry changes in order to determine how
these changes have affected or will affect it, for the purpose of project¬
ing plans for the future.
Basis of Selection.—The basis for the selection of the ten companies,
used in this study, for the comparison of loss experiences with that of
Southeastern Fidelity Fire Insurance Company was as follows: (1) Policy¬
holders' ratings; (2) Amount of capitalization; (3) Limitation of operation.
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1950-1962; (4) Lines written, and (5) Number of states in which the
companies operate.
Policyholders' ratings; The policyholders' rating reflects the
relative position of each institution in comparison with others, based
upon averages within the insurance industry. The ten companies used
for comparative purposes have rating classifications of "A" (Excellent)
and are considered to be outstanding. The stability of an insurance
company and the desirability of its policies hinge upon the following
principal factors;
1. Good underwriting--A comparison is made of the net losses and
adjustment expenses incurred with net premiums earned. Opera¬
ting expenses incurred are compated with premiums written.
This procedure gives a corrected underwriting profit and loss
ratio for the purposes of the rating system. The amount of
the underwriting profit or loss is compared with the earned
premiums, as a measure of the underwriting ability of manage¬
ment, and also with the net safety factor, for the reason
that the same amount of profit or loss might be of negligible
importance to one company having large net resources and
highly important to one having small net resources.
2. Economy of management.--A test of the ratio of expenses incurred,
including claim expenses which are added to losses, to premiums
written.
3. Adequate Reserves—Unearned premiums are calculated in accord¬
ance with laws so clear and uniform that there is little or
no possibility for honest error. The reserves for pending
loss claims are set up on a formula basis in connection with
liability business, and on most other lines represent the
opinion of the management of the ultimate cost of each pend¬
ing claim.
4. Adequate net resources.--Surplus is a safety factor to absorb
increases above normal of loss and expense requirements, or
shrinkage in the value of investments. An insurance company
may be doing too great a volimie of business in proportion to
its net resources, just as any other kind of business may
be over-extended; this is a dangerous practice, prejudicial
to the safety of the policyholders. The character of assets,
maintenance of proper claim reserves, and the diversification
and spread of underwriting commitments are of great importance
in measuring the adequacy of net resources.
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5. Sound Investinents--Policyholders' rating, as to investments,
is based upon the elements of soundness, diversification,
and liquidity. The standards used are based upon current
averages of all companies. It is possible for an insurance
company to show an apparently adequate safety factor--that
is, the excess of assets and equities over present and
potential liabilities--and yet be- in an unsafe position so
far as policyholders are concerned. Assets, to illustrate,
may be of such character that they cannot readily be convert¬
ed into cash, for the purpose of either reinsuring the
business and liquidating other liabilities to meet any un¬
usual demand for cash, such as might arise through an ab¬
normal loss ratio, or toward an increase in the cost of
liquidating claims now pending over the amount of tne
reserves set up against them.
Amount of capitalization;—The basis of selecting, for comparison,
companies with capital in the range of $200,000.00 to $500,000.00 is
that most states require $200,000.00 as a minimum capitalization for
the transaction of one class of insurance and for a combination of
kinds of insurance not to exceed $500,000.00. The states in which the
subject company operates falls within this range of capitalization. The
other ten companies, which might not operate in each of the same states,
have paid-in capital which qualify them to do so.
Limitation of operation;—In order that a comparison could be
made for the years 1950-1962, companies were selected that had operation¬
al experiences for those years.
Lines written.--In order to present an effective comparison, com¬
panies were selected that had experiences in the same lines as the sub¬
ject company. These lines were: fire, extended coverages, homeowners,
automobile bodily injury, automobile property damage, automobile physical
damage, and all others.
Numbp.r of states in which the companies operate.--For the purpose
of this comparison, the selected companies had experiences in at least
five states, several of which operated in two or more states where
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Southeastern Fidelity had experience.
Analysis of Loss Experiences.--The data on the comparison of
loss experiences of Southeastern Fidelity Fire Insurance Company with
ten selected fire and casualty insurance companies is presented in
Tables 4, 5, and 6 on pages 41, 42, and 43, respectively, and are
analyzed in the separate paragraphs below.
Selected Insurance Companies-The combined average net premiums
earned for the ten selected companies for the period 1950-1962 showed
an increase from $521,825.00 in 1950 to $1,628,009.00 in 1962, or an
increase of 281.8 per cent. The combined average net losses and ad¬
justment expenses incurred showed an increase from $279,840.00 in 1950
to $1,078,842.00 in 1962, or an increase of 385.5 per cent. The lowest
average loss ratio was 51.6 per cent in 1952 and the highest average
loss ratio was 71 per cent in 1957. The total over-all loss ratio for
the thirteen-year period was 60.7 per cent.
Southeastern Fidelity Fire Insurance Company.—The average net
premiums earned for Southeastern Fidelity Fire Insurance Company for
the period 1950-1962 showed an increase from $49,112.00 in 1950 to
$662,557.00 in 1962, or an increase of 114.5 per cent. The net losses
and adjustment expenses incurred showed an increase from $17,471.00 in
1950 to $75,587.00 in 1962, or an increase of 215.0 per cent. The low¬
est loss ratio was 35.6 per cent in 1950 and the highest loss ratio was
83.8 per cent in 1952. The total over-all loss ratio for the thirteen-
year period was 59.1 per cent.
Comparative Data.—The combined average net premiums earned for
the ten selected companies showed an increase of 261.8 per cent and for
■Southeastern Fidelity it was 114.5 per cent, with a difference of 147.2
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TABLE 4
COMBINED AVERAGE LOSS EXPERIENCES, BY YEARS, OF TEN SELECTED
COMPANIES OF COMPARABLE CAPITALIZATION
AND POLICYHOLDERS RATING, 1950-1962
Year
Average Net
Premiums Earned
Average Net Losses
and Adjustment Expenses
Incurred
Loss
Ratio
%
1950 $521,825.00 $279,840.00 54.7%
1951 656,800.00 397,732.00 60.6
1952 906,427.00 467,421.00 51.6
1953 913,182.00 505,566.00 55.4
1954 987,973.00 595,392.00 60.3
1955 1,127,148.00 661,845.00 58.7
1956 1,222,667.00 762,935.00 62.3
1957 1,294,521.00 919,114.00 71.0
1958 1,162,093.00 768,917.00 66.2
1959 1,175,560.00 672,413.00 57.2
1960 1,301,635.00 723,134.00 55.6
1961 1,449,414.00 877,929.00 60.0
1962 1,628,009.00 1,078,842.00 66.3
Total $14,347,254.00 $8,711,078.00 60.7%
Sources: Compiled from Spectator Statistical Index - 1962,
Best's Insurance Reports and Dunne's International Insurance Reports
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TABLE 5
LOSS EXPERIENCES OF TEN SELECTED FIRE AND CASUALTY COMPANIES
OF COMPARABLE CAPITALIZATION AND POLICYHOLDERS
RATING, 1950-1962'
Name of Companies
Net Premiums
Earned
Net Losses and
Adjustment Expenses
Incurred
Loss
Ratio
%
American Southern Insurance
Company $16,674,929.00 $ 8,614,043.00 51.7%
Stonewall Insurance Co. 5,288,011.00 2,762,290.00 52.2
Pan-American Fire 6e Casualty
Company 28,693,081.00 16,654,462.00 58.0
Commercial Standard Fire 6e
Marine Company 6,578,045.00 3,852,096.00 58.5
Standard National Insurance
Company 6,354,227.00 3,782,409.00 58.7
American Fire & Indemnity
Company 1,624,474.00 961,545.00 59.2
Employers Insurance Company
of Alabama 28,883,656.00 17,414,130.00 60.2
Cimarron Insurance Company 33,470,412.00 22,176,270.00 66.2
Marquette Casualty Company 14,232,131.00 9,706,930.00 68.2
Mid-Continent Insurance
Company 1,673,578.00 1,186,606.00 70.9
Total $143,472,544.00 $87,110,781.00 60.7%
Combined Average Total $ 14.347,254.00 $ 8,711.078.00 60.7%
Sources; Comniled from Spectator Statistical Index - 1962 , Best's
Insurance Reports and Dunne* s International Insurance Reports.
43
TABLE 6
A COMPARATIVE STATEMENT OF NET LOSSES AND ADJUSTMENT EXPENSES,
BY YEARS OF SOUTHEASTERN FIDELITY FIRE
INSURANCE COMPANY, 1950-1962
Year
Net Premiums
Earned
Net Losses and
Adjustment Expenses
Incurred
Loss
Ratio
%
1950 $ 49,112.00 $ 17,471.00 35.6%
1951 106,737.00 65,794.00 61.6
1 1952 84,321.00 70,619.00 83.8
1953 34,451.00 20,803.00 60.4
1954 108,566.00 34,789.00 32.0
1955 116,515.00 64,851.00 55.7
1956 144,035.00 64,010.00 44.4
1957 158,465.00 108,566.00 68.5
1958 163,366.00 78,842.00 48.3
1959 188,574.00 89,997.00 47.7
1960 395,712.00 245,454.00 62.0
1961 515,926.00 317,574.00 61.6
1962 562,557.00 375,587.00 66.8
Total $2,628,337.00 $1,554,357.00 59.1%
Sources: Best's Insurance Reports and Dunne's International
Insurance Reports
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per cent in favor of the ten selected companies. The combined net losses
and adjustment expenses incurred for the ten selected companies showed
an increase of 385.5 per cent and for Southeastern Fidelity, it was
215 per cent, with a difference of 170,5 per cent in favor of South¬
eastern Fidelity. The combined average loss ratio for the ten selected
companies was 60.7 per cent and for Southeastern Fidelity, it was 59.1
per cent, with a difference of 1.6 per cent in favor of Southeastern
Fidelity.
Five of the ten selected companies experienced loss ratios less
than that of Southeastern Fidelity and five of the companies had ex¬
periences higher than that of Southeastern Fidelity. American Southern
Insurance Company had the lowest loss ratio of 51.7 per cent and the
highest loss ratio of 70,9 per cent was experienced by Mid-Continent
Insurance Company.
CHAPTER V
SUMMARY AND CONCLUSIONS
The summary of this research, dealing with the loss experiences
of Southeastern Fidelity Fire Insurance Company, Atlanta, Georgia,
1950-1962, is as follows:
1. Of the five states in which Southeastern Fidelity operates,
Georgia experienced the lowest loss ratio of 53.0 per cent
and Illinois experienced the highest loss ratio of 96.5
per cent. The line of insurance with the lowest loss ratio
was Extended Coverages in the State of Tennessee with 12.7
per cent and the line giving the highest loss ratio was
Homeowners with ^210.0 per cent in the State of Tennessee.
2. Of all lines of insurance written by Southeastern Fidelity,
the lowest loss ratio of 25.5 per cent was experienced by
Extended Coverages and the highest loss ratio of 82.0 per
cent was experienced by Automobile Property Damage insurance.
3. Of the ten selected fire and casualty insurance companies,
the combined average loss ratio for the thirteen years was
60.7 per cent and Southeastern Fidelity's average loss ratio
for the same period was 59.1 per cent.
Conclusions.—Based on the findings and analysis herein presented,
the following conclusions are drawn:
1. The geographical area which offered Southeastern Fidelity the
most desirable loss experiences was Georgia and the area which
proved to be the most unfavorable was the State of Illinois.
2. Extended Coverage insurance over the years was found to
produce the most favorable loss experiences for Southeastern
Fidelity, whereas Automobile Property Damage was the most
disastrous.
3. The average loss ratio of 59.1 per cent for the thirteen
years of operation of Southeastern Fidelity is quite favorable
when compared with companies in the insurance industry of
comparable operations and size.
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Recommendations.--Based upon the findings, analysis and conclusions
herein presented, the following recommendations are made:
1. That the company continue to expand to meet the demands
of the public.
2. That efforts be made to increase the volxome of business in
the States of South Carolina and Tennessee.
3. That management study the possibilities of extending the
company's services to such inland States as Mississippi.
4. That management insist upon insurance-to-value on all
property risks.
5. That continued research be given to geographical areas
with reference to premium volumes and frequency of losses.
6. That management avoid the acceptance of low-value dwelling
risks.
7. That underwriting restrictions, on certain areas in cities
where the loss experiences have been unfavorable, be
impos ed.
8. That closer supervision be given to internal claims control
through objective statistical analysis.
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APPENDIX A
AMERICAN FIRE AND INDEMNITY COMPANY
2115 Winnie Street
Galveston, Texas
Founded October 31, 1936
Capital: $5000,000.00
Policyholders' rating; A"*" (Excellent) as of December 31, 1962
Loss Experiences of American Fire and Indemnity Company: 1950-1962
Year
Net Premiums
Earned
Net Losses and
Adjustment
Expenses
Incurred
Loss
Ratio
1950 $236,107.00 $128,949.00 54.67.
1951 211,000.00 143,691.00 68.17.
1952 162,256.00 61,874.00 38.17.
1953 89,347.00 54,103.00 60.67.
1954 63,046.00 28,682.00 45.57.
1955 64,982.00 36,775.00 56.67.
1956 61,243.00 35,159.00 57.47.
1957 64,582.00 34,601.00 53.87.
1958 75,283.00 35,958.00 46.47.
1959 97,310.00 56,334.00 57.97.
1960 140,889.00 91,787.00 65.17.
1961 161,083.00 114,763.00 71.27,
1962 197,346.00 138,869.00 70.47.
Total $1,624,474.00 $961,545.00 59.27.
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APPENDIX B
AMERICAN SOUTHERN INSURANCE COMPANY
56 Tenth Street, N. E.
Atlanta 9, Georgia
Founded December 14, 1936
Capital: $374,020.00
Policyholders' rating: A"^ (Excellent) as of December 31 , 1962
Loss Experiences of American Southern Insurance Company: 1950-1962
Year
Net Premiums
Earned
Net Losses and
Adjustment
Expenses
Incurred
Loss
Ratio
1950 $358,000.00 $199,048.00 55.6%
1951 564,000.00 318,096.00 56.4%
1952 615,803.00 537,876.00 87.3%
1953 346,144.00 240,039.00 69.3%
1954 462,825.00 241,603.00 52.2%
1955 960,550.00 491,778.00 51.2%
1956 1,266,512.00 759,815.00 60.8%
1957 1,494,347.00 946,334.00 63.3%
1958 1,517,417.00 611,975.00 63.7%
1959 1,851,394.00 880,726.00 57.5%
1960 2,246,373.00 987,344.00 64.2%
1961 2,554,437.00 1,225,885.00 53.3%
1962 2,437,127.00 1,163,524.00 53.0%
Total $16,674,929.00 $8,614,043.00 51.7%
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APPENDIX C
CIMARRON INSURANCE COMPANY, INC.
Main Street
Cimarron, Kansas
Founded March 19, 1947
Capital: $500,000.00
Policyholders' rating: "A" (Excellent) as of December 31, 1962
Loss Experiences of Cimarron Insurance Company: 1950-1962
Year
Net Premiimis
Earned
Net Losses and
Adjustment
Expenses
Incurred
Loss
Ratio
1950 $640,717.00 $262,102.00 40.9%
1951 908,000.00 708,997.00 84.9%
1952 1,789,015.00 737,060.00 41.2%
1953 1,545,776.00 841,249.00 54.4%
1954 2,291,447.00 1,601,876.00 69.9%
1955 3,218,332.00 2,271,326.00 70.6%
1956 2,888,420.00 2,031,902.00 70.3%
1957 3,472,577.00 2,693,594.00 77.6%
1958 3,110,390.00 2,286,744.00 73.5%
1959 2,821,004.00 1,417,311.00 50,2%
1960 3,245,598.00 2,006,892.00 61.8%
1961 3,329,695.00 2,232,461.00 67.0%
1962 4,209,411.00 3,084,756.00 73.3%
Total $33,470,412.00 $22,176,270.00 66.2%
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APPENDIX D
COMMERCIAL STANDARD FIRE & MARINE INSURANCE COMPANY
P. 0. Box 12216
Fort Worth 16, Texas
Founded October 29, 1943
Capital: $500,000.00
Policyholders' rating: A"^ (Excellent) as of December 31, 1962
Loss Experiences of Commercial Standard Fire & Marine Ins. Co.: 1950-1962
Year
Net Premiums
Earned
Net Losses and
Adjustment
Expenses
Incurred
Loss
Ratio
1950 $343,604.00 $163,014.00 47.4%
1951 386,000.00 196,088.00 50.8%
1952 892,095.00 385,066.00 43.2%
1953 754,879.00 381,374.00 50.2%
1954 522,445.00 296,891.00 56.8%
1955 346,610.00 248,118.00 71.6%
1956 269,127.00 143,999.00 53.5%
1957 300,777.00 218,349.00 72.6%
1958 321,613.00 168,155.00 52.3%
1959 326,436.00 168,243.00 51.5%
1960 584,160.00 362,378.00 62.0%
1961 570,216.00 402,104.00 70.5%
1962 960,083.00 718,317.00 74.8%
Total $6,578,045.00 $3,850,096.00 58.5%
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APPENDIX E
EMPLOYERS INSURANCE COMPANY OF ALABAMA, INC.
P. 0. Box 5964
Birmingham 9, Alabama
Founded October 22, 1922
Capital; $306,500.00
Policyholders' rating: "A" (Excellent) as of December 31, 1962
Loss Experiences of Employers Insurance Company of Alabama, Inc.; 1950-1962
Year
Net Premivims
Earned
Net Losses and
Adjustment
Expenses
Incurred
Loss
Ratio
1950 $2,347,000.00 $1,272,074.00 54.27.
1951 2,487,000.00 1,392,720.00 56.07.
1952 2,736,174.00 1,354,409.00 49.57.
1953 3,048,247.00 1,483,438.00 48.77.
1954 2,874,644.00 1,551,135.00 54.07.
1955 2,877,240.00 1,514,994.00 52.77.
1956 3,157,308.00 2,143,523.00 67.97.
1957 2,873,298.00 2,131,135.00 74.27.
1958 1,838,518.00 1,445,393.00 78.67.
1959 1,485,274.00 1,111,220.00 74.87,
1960 1,231,667.00 717,094.00 58.27.
1961 991,060.00 621,184.00 62.77.
1962 936,226.00 675,811.00 72.27.
Total $28,883,656.00 $17,414,130.00 60.27.
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APPENDIX F
MARQUETTE CASUALTY COMPANY
234 Loyola Avenue
New Orleans 12, Louisiana
Founded October 25, 1949
Capital: $500,000.00
Policyholders' rating: (Excellent) as of December 31, 1962
Loss Experiences of Marquette Casualty Company: 1950-1962
Year
Net Premiums
Earned
Net Losses and
Adjustment
Expenses
Incurred
Loss
Ratio
1950 $ 89,000.00 $ 29,281,00 32.97.
1951 290,000.00 193,720.00 66.87.
1962 572,543.00 306,419.00 53.57.
1953 565,059.00 444,746.00 78.77.
1954 598,508.00 457,612.00 76.57.
1955 746,514.00 501,371.00 67.27.
1956 1,078,873.00 652,078.00 60.47.
1957 1,038,027.00 880,035.00 84.87.
1958 1,046,891.00 682,559.00 65.27.
1959 1,394,684.00 864,643.00 62.07.
1960 1,931,652.00 1,202,114.00 62.27.
1961 2,602,542.00 1,796,805.00 69.07.
1962 2,277,838.00 1,695,547.00 74.47.
Total $14,232,131.00 $9,706,930.00 68.27.
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APPENDIX G
MID-CONTINENT INSURANCE COMPANY
2000 Fourth Street
Lubbock, Texas
Founded February 25, 1949
Capital: $400,000.00
Policyholders' rating: A'*' (Excellent) as of December 31, 1962
Loss Experiences of Mid-Continent Insurance Company: 1950-1962
Year
Net Premiums
Earned
Net Losses and
Adjustment
Expenses
Incurred
Loss
Ratio
1950 $143,858.00 $104,914.00 11.ru
1951 247,000.00 215,137.00 87.17.
1952 464,992.00 320,974.00 69.07.
1953 373,653.00 292,017.00 78.17.
1954 290,700.00 201,542.00 69.37.
1955 2,358.00 (2,313.00) —
1956 7,548.00 2,339.00 31.07.
1957 29,371.00 1,249.00 4.37.
1958 22,422.00 11,155.00 49.87.
1959 29,035.00 16,485.00 56.87.
1960 26,552.00 14,663.00 55.27.
1961 16,728.00 6,424.00 38.47.
1962 19,361.00 2,030.00 10.57.
Total $1,673,578.00 $1,186,606.00 70.97.
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APPENDIX H
PAN-AMERICAN FIRE AND CASUALTY COMPANY
P. 0. Box 1662
Houston 1, Texas
Founded November 5, 1947
Capital: $500,000.00
Policyholders' rating: A"*" (Excellent) as of December 31, 1962
Loss Experiences of Pan-American Fire 6e Casualty Company: 1950-1962
Year
Net Premitnns
Earned
Net Losses and
Adjustment
Expenses
Incurred
Loss
Ratio
1950 $906,000.00 $595,242.00 65.7%
1951 1,209,000.00 709,683.00 58.7%
1952 1,428,176.00 795,984.00 55.7%
1953 1,791,003.00 999,313.00 55.8%
1954 2,057,854.00 1,139,985.00 55.4%
1955 2,234,431.00 1,216,018.00 54.5%
1956 2,588,740.00 1,467,713.00 56.7%
1957 2,647,425.00 1,726,434.00 65.2%
1958 2,484,553.00 1,631,407.00 65.7%
1959 2,722,355.00 1,589,747.00 58.4%
1960 2,730,305.00 1,398,810.00 51.2%
1961 2,911,543.00 1,649,445.00 56.7%
1962 2,983,696.00 1,734,681.00 58.1%
Total $28,693,081.00 $16,654,462.00 58.0%
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APPENDIX I
STANDARD NATIONAL INSURANCE COMPANY
Standard Building
Atlanta 1, Georgia
Founded January 2, 1946
Capital: $200,000.00
Policyholders' rating: A"^ (Excellent) as of December 31, 1962
Loss Experiences of Standard National Insurance Company: 1950-1962
Year
Net Premiums
Earned
Net Losses and
Adjustment
Expenses
Incurred
Loss
Ratio
1950 $ 81,771.00 $ 33,506.00 41.0%
1951 191,000.00 77,737.00 40.7%
1952 321,432.00 149,667.00 46.6%
1953 525,801.00 294,870.00 56.1%
1954 543,483.00 380,595.00 70.0%
1955 579,358.00 277,839.00 48.0%
1956 573,608.00 303,516.00 52.9%
1957 630,496.00 383,472.00 60.8%
1958 733,927.00 536,812.00 73.1%
1959 591,332.00 391,895.00 66.3%
1960 453,762.00 257,629.00 56.8%
1961 538,721.00 280,617.00 52.3%
1962 589,536.00 414,254.00 70.3%
$6,354,227.00 $3,732,409.00 58.7%Total
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APPENDIX J
STONEWALL INSURANCE COMPANY
1804 Seventh Avenue, North
Birmingham 3, Alabama
Founded February 10, 1866
Capital; $400,000.00
Policyholders' rating: A"** (Excellent) as of December 31, 1962
Loss Experiences of Stonewall Insurance Company; 1950-1962
Year
Net Premivuns
Earned
Net Losses and
Adjustment
Expenses
Incurred
Loss
Ratio
1950 $ 72,197.00 $ 10,269.00 14.2%
1951 75,000.00 21,450.00 28.6%
1952 81,779.00 24,882.00 30.4%
1953 91,914.00 24,508.00 26.7%
1954 174,751.00 53,998.00 30.9%
1955 243,103.00 62,544.00 25.7%
1956 335,287.00 79,304.00 23.7%
1957 394,309.00 175,938.00 44.6%
1958 469,916.00 279,012.00 59.4%
1959 436,779.00 227,522.00 52.1%
1960 425,391.00 192,625.00 45.3%
1961 818,119.00 449,603.00 55.0%
1962 1,669,466.00 1,160,635.00 69.5%
Total $5,288,011.00 $2,762,290.00 52.2%
